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SECURITIES AND EXCHANGE COMMISSION
A new SEC approach to policing world-wide capital markets was outlined by SEC
Enforcement Director John M. Fedders in a 9/4/84 address to the International
Bar Associations' s 20th Biennal Conference in Vienna, Austria. According to 
Mr. Fedders: "The SEC is committed to sending a message to all who partici­
pate in the U.S. securities markets. We welcome your participation but you 
cannot expect preferential treatment. If you want to trade in our markets, 
you must agree to play by the rules that apply to all participants in the 
market." If a "waiver by conduct" law were enacted in the U.S., according 
to Fedders, the purchase or sale of securities in the U.S. would serve as a 
waiver of the applicability of foreign secrecy laws. Mr. Fedders indicated 
that the SEC encounters no insurmountable difficulties when investigating 
conduct originated and completed in the U.S., but because markets are in­
ternationalized, the Commission encounters considerable difficulty when 
investigating conduct in the U.S. marketplace which originated in foreign 
countries. He then pointed out that no nation should permit foreign in­
vestors to violate its laws with impunity while holding its own citizens 
accountable for violations of the same laws.
Amendments to Regulation E , an exemption from registration under the Securities 
Act of 1933 for small offerings by small business investment companies regis­
tered under the Investment Company Act of 1940, have been adopted by the 
Commission along with an amendment to Regulation A, an exemption from regis­
tration under the Securities Act of 1933 for small offerings by certain 
other issuers (see the 9/7/84 Fed. Reg., pp. 35342-48). The amendments to 
Regulation E increase the size of offerings that may be made under the regu­
lation; expand the base of potential issuers by permitting certain invest­
ment companies that elect to be treated as business development companies 
under the Investment Company Act of 1940 to use the exemption; permit the 
use of a preliminary offering circular in certain underwritten offerings; 
and, provide updated schedules of disclosure for small business investment 
companies and business development companies that would be clearer and 
easier to use. The amendments are effective as of 9/7/84. For f u r t h e r  
information contact Anthony A. Vertuno at 202/272-2107.
TREASURY, DEPARTMENT OF
Guidelines for filing information returns of U.S. officers and shareholders of
foreign personal holding companies were recently proposed by the IRS (see 
the 9/6/84 Fed. Reg., pp. 35145-48). The proposed rules, which are required 
under the Tax Equity and Fiscal Responsibility Act of 1982 oblige directors 
and officers of foreign holding companies, as well as shareholders with at 
least 10 percent interest in a firm, to identify themselves to the IRS and 
to report certain details about their financial relationship with the firm. 
TEFRA also provided a $1,000 civil penalty for failure to file the proper 
information reports and permitted the IRS to require the holding company, 
officers and shareholders to file a single, but separate report. The pro­
posed regulations require that shareholders and holding company income infor­
mation be filed on the same date that the individual’s income tax return is 
due. Shareholders would be required to attach the information return to 
their annual tax returns. The information required under the rules would 
include corporate, shareholder, and income information. Comments are sought 
by 11/5/84. For additional information contact Mary Frances Pearson at 
202/566-3289.
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Churches and qualified church-controlled organizations that for religious
reasons are opposed to the payment of social security (FICA) taxes, may
file an election of exemption from such taxes, according to a 9/6/84 re­
lease from the IRS. Generally, churches established before 10/1/84 must 
file their elections by 10/30/84. Churches established at a later date 
must file no later than the day before the due date for their first quarterly 
employment tax return. Elections filed after these deadlines will be void. 
The IRS said that the form for making the election, Form 8274, Certification 
by Churches and Qualified Church-Controlled Organizations Electing Exemption 
from Employer Social Security Tax is currently available at IRS offices.
The latest report on corporation income tax statistics is now available from
the IRS. IRS Publication 16, Statistics of Income - 1981 Corporation
Income Tax Returns, contains detailed information on receipts, deductions, 
net income, income tax liability, tax credits and distributions to stock­
holders. Information is classified by industry, asset size and amount of 
business receipts. The report shows that over 2.8 million corporation 
returns were filed for active corporations for 1981, a 3.7 percent increase 
from 1980. Total receipts for 1981 increased 10.4 percent over the prior 
year to $7 trillion, but net income went down 10.6 percent to $213 billion. 
Total income tax went from $105 billion for 1980 to $102 billion for 1981. 
The 148-page report is available for $5.50 from the Superintendent of Docu­
ments, U.S. Government Printing Office, Washington, D.C. 20402.
More taxpayers filed long Form 1040s in 1984 than every before, continuing a
trend away from the shorter 1040A, according to a 9/4/84 News Release from
the IRS. This trend, according to IRS, is largely the result of increased 
use of itemized deductions typically associated with rising income. While 
the use of Form 1040A decreased, a million more taxpayers used the shorter 
form 1040EZ. This increase was attributable to an increase in first-time 
filers. The two earner married couple deduction was claimed on 21 million 
tax forms, also an increase over 1983. More than 12.8 million returns 
showed payments to Individual Retirement Accounts, a million and a half more 
than last year, and the majority were on returns of married couples filing 
jointly, the IRS said. Another trend charted in the quarterly "Statistics 
of Income Bulletin," released 9/4/84, is that taxpayers 65 and over represent 
the fastest growing segment of the population. The average adjusted gross 
income of this group consisted of less salary and wage income and more 
dividend and interest income than any other population group. While taxpayers 
in this age group are less likely to itemize, those who do claim large 
charitable deductions and medical expenses and small home mortgage interest 
deductions. Other articles in the summer 1984 "Bulletin," some of which deal 
with data collected for the first time, include the following. 1) Sole Pro­
prietorship Returns, 1980. Overall profits dropped to the lowest level in 
the decade, farm proprietors fared worse than their nonfarm counterparts.
2) Corporation Foreign Tax Credit, 1980. The largest single credit against 
U.S. corporate income tax totaled $25 billion, reducing corporate U.S. tax 
liability by 24 percent. This reduction was caused by a relatively small 
number of corporations. Of nearly 1.2 million corporations, fewer than 
0.6 percent claimed a foreign tax credit for income taxes paid to foreign 
countries. 3) Private Activity Tax-Exempt Bond Volume, 1983. This article 
is an analysis of the first comprehensive data collected on tax-exempt bonds 
issued by state and local governments. Other articles in the summer "Bulletin" 
cover Partnership Returns, 1982; Crude Oil Windfall Profit Tax, third quarter 
1983; and, Selected Statistical Series, 1970-1984. The Bulletin, Publication 
1136, is available at an annual subscription rate of $14 or a single issue 
rate of $4.75 from the Superintendent of Documents, U.S. Government Printing 
Office, Washington, D.C. 20402.
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SPECIAL: CONGRESS TO REVIEW GOVERNMENT CONTRACTING FOR SERVICES
Government policy on contracting for services will be the subject of Congres­
sional hearings, according to a recent announcement from Rep. Don Albosta, 
Chairman, Subcommittee on Human Resources, Committee on Post Office and 
Civil Service. Albosta's Subcommittee "has been conducting an extensive 
review" of OMB Circular A-76, which sets forth the policy and procedures 
for determining whether certain government activities should be performed 
by the public or private sectors. The Subcommittee will hold two days of 
hearings, on 9/20/84 and 9/25/84. The A-76 Circular, which was revised 
in August 1983, provides that federal agencies must review all of their 
"commercial" activities, to determine whether the activity can be done 
more economically in-house or by a private contractor. "The purpose of 
our hearings," Albosta stated, "is to thoroughly review the implementation 
of 0MB Circular A-76, to see if all of the guidelines are being properly 
followed and if any of the procedures need to be improved to ensure ob­
jectivity." At the hearing on 9/20, the Subcommittee will review the 
general application of A-76 since the 1983 revisions. Testimony will be 
heard from federal managers and employee unions, and government contractors. 
The focus of the second hearing, on 9/25, will be the impact of the A-76 
program on various government functions. The Office of Management and 
Budget will testify at the second hearing. Additionally, the Subcommittee 
will hear testimony from Rep. Pat Williams (D-MT), who will discuss the 
implementation of A-76 by the National Park Service, and Rep. Major Owens 
(D-NY), who will address the effects of A-76 on federal libraries. Also, 
testimony on contracting out by the National Weather Service and the Navy 
will be heard, as well as small business' view of the A-76 program. Both 
hearings will begin at 9:30 a.m. in 311 Cannon House Office Building.
For additional information, please contact Stephanie McCarthy, Gina Rosasco, or 
Nick Nichols at 202/872-8190.
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